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Mr. Vemon A. Wiiiiams 
Secretary 
Surface Transportation Board 
Washington, D.C. 20423 

Dear Mr. Williams: 

Enclosed for recordation pursuant to the provisions of 49 U.S.C. Section 
11301(a), are two (2) copies of a Lease Agreement (1996-A), dated as of April 12, 
1996, a primary and two (2) copies each of the following secondary documents related 
thereto: Lease Supplement (1996-A), dated April 17,1996, Sublease Agreement (1996-
A), dated as of April 12,1996, Sublease Supplement (1996-A), dated April 17,1996, 
Equipment Pledge Agreement (1996-A), dated as of April 12,1996 and Loan and 
Security Agreement (1996-A), dated as of April 12,1996. 

The names and addresses of the parties to the enclosed documents are: 

Lease Agreement (1996-A) 
Lease Supplement M996-A^ 

Lessor: Southern California Regional Rail Authority 
818 West 7th Street 
Los Angeles, California 90017 

Lessee: Fleet National Bank, Trustee 
777 Main Street 
Hartford, Connecticut 06115 



Mr. Vemon A. Williams 
May 3,1996 
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Sublease Agreement (1996-A) 
Sublease Supplement f 1996-A) 

Sublessor: Fleet National Bank, Trustee 
777 Main Street 
Hartford, Connecticut 06115 

Sublessee: Southern Califomia Regional Rail Authority 
818 West 7th Street 
Los Angeles, Califomia 90017 

Equipment Pledge Aareement M996-A) 

Pledgor: Southern California Regional Rail Authority 
818 West 7th Street 
Los Angeles, California 90017 

Pledgee: Fleet National Bank, Trustee 
777 Main Street 
Hartford, Connecticut 06115 

Loan and Security Agreement (1996-A) 

Borrower: Fleet National Bank, Trustee 
777 Main Street 
Hartford, Connecticut 06115 

Lender: Utrecht-Arrierican Finance Co. 
245 Park Avenue, 38th Floor 
New Yori<, New York 10167-0062 

A description of the railroad equipment covered by the enclosed documents is 
set forth on Schedule A attached to the Lease Supplement (1996-A). 

Also enclosed is a check in the amount of $126.00 payable to the order of the 
Surface Transportation Board covering the required recordation fee. 



Mr. Vemon A. Williams 
Mays, 1996 
Pages 

Kindly retum one stamped copy of each of the enclosed documents to the 
undersigned. 

Robert W. Alvord 

RWAA>g 
Enclosures 



SURFACE TRANSPORTATION BOARD 
WASHMOTON. D.C. 2042?-0001 

5/2/96 

Robert W. Alvord 
Alyord And Alvord 
919 Sixteenth Street, NW«» St^. 200 
Washington. DC, 20006-2^73 

»»• Sir; 
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acknowledsmcnt tliat the fee paid b correct TUs is accepted snliject to review of tlw docnment wiiich lias 
been assigned the transaction number corresponding to the one typed on this receipt In the event of aa error 
or any questions concerning tliis fee, you will receive a notification after the CommissloB has had an 
opportunity to enmlae your docnment 
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SUBLEASE AGREEMENT 
(1996-A) 

dated as of April 12, 1996 

between 

FLEET NATIONAL BANK, 
not in its individual capacity, but 

solely as Trustee, 

Sublessor, 

and 

SOUTHERN CALIFORNIA REGIONAL RAIL AUTHORITY, 

Sublessee. 

Lease and Sublease of Commuter Rail Rolling Stock 

This Sublease Agreement is subject to a first priority security interest in favor of Utrecht-
America Finance Co. (the "Lender") under the Loan and Security Agreement dated as of April 
12, 1996, as amended or supplemented. This Sublease Agreement has been executed in several 
counterparts. To the extent, if any, that this Sublease Agreetnent constitutes chattel paper (as 
such term is defined in the Uniform Commercial Code as in effect in any applicable 
jurisdiction), no security interest in this Sublease Agreement may be created through the transfer 
or possession of any counterpart otlier than the original counterpart containing the receipt 
therefor executed by the Lender on the signature page ttiereof. 
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This SUBLEASE AGREEMENT (1996-A) dated as of April 12, 1996, is 
between FLEET NATIONAL BANK, a national banking association, not in its individual 
capacity but solely as Trastee, as Sublessor, and SOUTHERN CALIFORNIA REGIONAL RAIL 
AUTHORITY, a joint powers entity of the State of Califomia duly organized and existing under 
the laws of the State of Califomia, as Sublessee. 

W I I N E S S E I H l 

WHEREAS, the Sublessee desires to sublease from the Sublessor and the 
Sublessor is willing to sublease to the Sublessee the Equipment upon the terms and conditions 
of this Sublease. 

NOW, THEREFORE, in consideration of the mumal covenants and agreements 
contained herein, die Sublessor and the Sublessee agree as follows: 

SECTION 1. Interpretation. Definitions and Rules of Usage. Capitalized 
terms used and not otherwise defined herein shall have the meanings given such terms in 
Appendix A to the Participation Agreement (1996-A) (the "Participation Agreement"), dated as 
of April 12, 1996, among the Sublessee, the Sublessor, CIBC Inc., as Equity Investor, and 
Utrecht-America Finance Co., as Lender, and the mles of usage set forth therein shall apply 
hereto. 

SECTION 2. Subleasing of Equipment. Subject to the terms and 
conditions of the Participation Agreement, on the Delivery Date the Sublessor shall sublease the 
Equipment to the Sublessee and the Sublessee shall sublease the Equipment from the Sublessor, 
such subleasing to be evidenced by the execution by the Sublessor and the Sublessee of the 
Sublease Supplement. 

SECTION 3. Sublease Term and Rent. 

(a) Sublease Term. 

Unless earlier terminated in accordance with the express provisions hereof, 
the Equipment shall be subleased for the Sublease Term which shall be comprised ofthe Interim 
Term and die Basic Term (the "Sublease Term"). 

(b) Basic Rent. 

No Basic Rent shall accrue or be payable for die Interim Term. The 
Sublessee shall pay Basic Rent in Dollars for each Item of Equipment on each Basic Rent 
Payment Date during the Basic Term in an amount equal to the product obtained by multiplying 
the Equipment Value of such Item of Equipment by the percentage set forth opposite such Basic 
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Rent Payment Date on Exhibit B, subject to adjustment as provided in Section 3(d). Basic Rent 
shall be payable in advance (allocable to the one year period beginning on the date due and 
treated as compensation for use of die Equipment for such period) or in arrears (allocable to the 
one year period ending on the day immediately preceding die date such payment is due and 
treated as compensation for use of the Equipment for such period), as set fonh on Exhibit B. 

(c) Supplemental Rent. 

The Sublessee shall also pay to the Sublessor, or to the Person entitled 
thereto, all Supplemental Rent promptly as the same shall become due, and in the event of any 
failure on the part of the Sublessee to pay any Supplemental Rent, the Person entitled thereto 
shall have all rights, powers and remedies provided for herein or in any other Operative 
Docimient or by law or equity in the case of nonpayment of Basic Rent. The Sublessee shall 
also pay as Supplemental Rent (i) interest at the Overdue Rate on any Rent not paid when due 
for any period for which the same shall be overdue and (ii) any Increased Costs or Breakage 
Loss payable under the Loan Agreement. 

(d) Adjustments. 

The Basic Rent set forth on Exhibit B, die Stipulated Loss Value 
percentages set forth on Exhibit C, die Termination Value percentages set fordi on Exhibit D 
and the Agreed Purchase Option Price percentage shall be appropriately adjusted (in the case of 
Basic Rent, Stipulated Loss Value or Termination Value, upward or downward, and, in the case 
of the Agreed Purchase Option Price, only so long as supported by the appraisal referred to in 
Section 3(g)(ii) of the Participation Agreement) in die manner set forth herein to reflect (i) the 
Delivery Date tieing a date odier than April 17, 1996, (ii) the Interest Rate or die amortization 
schedule on die Loan Certificates being odier than the Assumed Interest Rate and the assumed 
amortization schedule as set forth on Annex A to the Loan Agreement, (iii) if, on or prior to the 
Deliveiy Date, there is a Tax Law Change and the Equity Investor has notified the Sublessee 
of such Tax Law Change on or before die closing of the transaction on the Delivery Date, (iv) 
any other changes to the Pricing Assumptions or (v) in connection with a refinancing pursuant 
to Section 19 of the Participation Agreement. No such adjustment shall be made, however, 
unless corresponding adjustments are made to the Equity Deposit Agreement and die Payment 
Undertaking Agreement. 

All adjustments shall he made by the Equity Investor (A) in a manner that 
(1) maintains the Net Economic Retum and (2) to the extent possible consistent with clause (1), 
minimizes the Net Present Value of Rents and Agreed Purchase Option Price, and (B) on the 
basis of the same methodology and assumptions (including tax constraints as supported by the 
appraisal referred to above) used by the Equity Investor in the original calculation of the Basic 
Rent, the Stipulated Loss Value percentages, die Termination Value percentages and the Agreed 
Purchase Option Price percentage (including compliance widi Revenue Procedure 75-21,1975-1 
C.B. 715, and Revenue Procedure 75-28, 1975-1 C.B. 752, and Section 467 of die Code 
(including any Regulations thereunder), in each case, as modified and as in effect on the date 
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of such adjushnent, and so as not to cause this Sublease to be a "disqualified leaseback or long 
term agreement" within the meaning of Section 467 of the Code (except as such assumptions 
previously have been modified or should be modified to reflect the factors giving rise to such 
adjustment); provided, that if the Sublessee believes that the calculations ofthe adjustments made 
by the Equity Investor are in error and withm 30 days following its receipt thereof from the 
Equity Investor requests a verification of such calculations, then an independent accounting firm 
mutually acceptable to the Equity Investor and the Sublessee shall verify such calculations and 
the Equity Investor will make available to such accounting firm (subject to the execution of a 
confidentiality agreement acceptable to the Sublessor and Equity Investor, which agreement shall 
prohibit disclosure of the Equity Investor's assumptions to any third party, including the 
Sublessee) such methodology and assumptions and any changes made hereunder (but in no event 
shall the Equity Investor be required to disclose its tax remms or its books to any Person). In 
the event of a verification, die determination by such accounting firm shall be final. The Equity 
Investor will pay the reasonable costs of the verification if such verification procedure results 
in an adjustment to Basic Rent which decreases the remaining Net Present Value of Rents and 
Agreed Purchase Option Price by more dian 15 basis points from that calculated by the Equity 
Investor. In all other events, such costs shall be paid by the Sublessee. Such recalculated Basic 
Rent, Stipulated Loss Value percentages. Termination Value percentages. Special Termination 
Value percentages and Agreed Purchase Option Price percentage shall be set forth in a 
supplement to this Sublease, a copy of which shall be delivered to the Lender. The sole 
responsibility of the verifying accounting firm shall be to verify the calculations made by the 
Equity Investor and not to interpret the Operative Documents or make any determinations as to 
tax assumptions or tax law. 

(e) Manner of Pavment. 

All Rent (other than Excepted Property) shall be paid by the Sublessee to 
the Sublessor at its principal office as set fordi in Schedule I to the Participation Agreement, or 
to such other address as the Sublessor shall specify, in immediately available funds, so that the 
Sublessor receives the full amount of such payment no later than 1:00 p.m. New York time on 
the due dates thereof, provided, however, that so long as the Lien of the Loan Agreement shall 
not have been discharged pursuant to Section 7.01 thereof, the Sublessor hereby directs, and the 
Sublessee agrees, that all Rent (odier than Excepted Property) shall be paid by wire transfer 
direcdy to the Lender to its account as set fordi in Schedule I to the Participation Agreement. 
If any Rent is due on a day which is not a Business Day, such Rent shall be paid on the next 
succeeding Business Day with the same effect as if paid on the date when due and widiout 
additional interest. Payments constituting Excepted Property shall be made to die Person entitled 
thereto at the address for such Person given in Schedule I to the Participation Agreement. All 
obligations of the Sublessee in this Sublease shall be done, performed or complied with at the 
Sublessee's sole cost and expense unless otherwise expressly provided herein. 

<NVCS):>CmaSCRRAVA-DOCS\SUBLEASE\SUBLEASE.FIN 



(f) Minimum Rent. 

Anything contained herein or in any other Operative Document to the 
conti'ary notwidistanding, (a) each installment of Basic Rent (whether or not adjusted pursuant 
to Section 3(d)) shall be in an amount which is at least equal to the amoimt of any principal and 
interest payable on the Loan Certificates, odier than by way of acceleration, on the date of such 
installment and (b) the Stipulated Loss Value, ±e Termination Value, the Special Termination 
Value and the initial instalhnent of die Agreed Purchase Option Price (in each case whether or 
not adjusted pursuant to Section 3(d)), together with any Basic Rent payable on or prior to such 
date, shall be in an amount at least equal to, as of the date of payment thereof, the aggregate 
outstanding unpaid principal of the Loan Certificates payable or prepayable on such date, 
togedier with accmed and unpaid interest thereon to such date. It is agreed that no instalhnent 
of Basic Rent, Stipulated Loss Value, Termination Value or the Agreed Purchase Option Price 
shall be accelerated, increased or adjusted by reason of (i) any attachment or diversion of Rent 
on account of Sublessor's Liens, (ii) any modification of the payment terms of the Loan 
Certificates made without the prior written consent of the Sublessee (other than as permitted by 
the Operative Documents), or (iii) the acceleration of any Loan Certificate due to the occurrence 
of a Loan Event of Default not caused by an Event of Default. 

SECTION 4. Net Lease, etc. 

This Sublease is a net lease. The Sublessee acknowledges and agrees that its 
obligations to pay all Rent due and owing in accordance with the terms hereof shall be absolute 
and unconditional and shall not be affected by any circumstance whatsoever, including (a) any 
setoff, counterclaim, recoupment, defense or other right which the Sublessee may have against 
the Sublessor, the Equity Investor, the Manufacturer, the Lender or any other Person for any 
reason whatsoever, (b) any defect in the tide, condition, design, operation or fimess for use of, 
or any damage to or loss or theft or destmction of, the Equipment, or any mterference, 
intermption or cessation in or prohibition of the use or possession thereof by the Sublessee or 
any other Person for any reason whatsoever, including any such interference, interruption, 
cessation or prohibition resulting from the act of any governmental authority, (c) any Liens or 
rights of any Person widi respect to the Equipment, (d) die termination, invalidity or 
unenforceability or lack of due authorization or odier infirmity ofthe Head Lease, diis Sublease 
or any other Operative Document or any lack of right, power or authority of the Sublessor or 
die Sublessee to enter into this Sublease or such other Operative Document or of the Head 
Lessor and Sublessor to enter into the Head Lease, (e) any insolvency, bankruptcy, 
reorganization or similar proceedings by or against the Sublessee, the Head Lessor or any otter 
Person, (f) the Sublessee at any time having immunity from suit, prejudgment attachment, 
attachment in aid of execution or execution on the grounds of sovereignQr or otherwise, (g) the 
existence of the Payment Undertaking Agreement, the Equity Deposit Agreement or any 
Acceptable Credit Undertaking, (h) any fraudulent conveyance or other similar stamte or (i) any 
odier cause whedier similar or dissimilar to the foregoing, any present or fiiture law 
notwidistanding, it being the intention of die parties hereto that all Rent payable by the Sublessee 
hereunder shall continue to be payable in all events in the manner and at the times provided 
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herein. Such Rent shall not be subject to any abatement and the payments thereof shall not be 
subject to any setoff or reduction for any reason whatsoever, includmg any present or future 
claims of the Sublessee against die Sublessor or any odier Person under diis Sublease or 
odierwise. If for any reason whatsoever diis Sublease shall be terminated in whole or in part 
by operation of law or otherwise except as specifically provided herein, die Sublessee 
nonedieless agrees to pay to the Sublessor or to die Lender, as die case may be, an amount equal 
to each Basic Rent and Supplemental Rent payment under Section 3 at the time such payment 
would have become due and payable in accordance with the terms hereof had this Sublease not 
been terminated in whole or in part. 

The Sublessee hereby waives, to die extent permitted by Applicable Law, any 
and all rights which may have been conferred upon it, by statute or otherwise, to terminate, 
cancel, quit or surrender this Sublease except in accordance widi the express terms hereof 
(including Sections 9, 14 and 15). Notwithstanding any odier provision of diis Section 4 to die 
contrary, die Sublessee shall not be impaired in die exercise of any right it may have to assert 
and sue upon any claim it may have against the Sublessor or die Equity Investor in a separate 
action. 

The Sublessee hereby acknowledges diat die payment of certain of its obligations 
under diis Sublease may be secured, pursuant to Section ll(b)(iii) of the Participation 
Agreement, by die Acceptable Credit Undertaking. The Sublessee covenants and agrees diat, 
so long as die Lien of the Loan Agreement has not been discharged piursuant to Section 7.01 
diereof, no amount paid by any party or any issuer under or widi respect to die Acceptable 
Credit Undertaking to die Trustee or die Equity Investor and no amount paid by the Sublessee 
to any party or any issuer under or widi respect to die Acceptable Credit Undertaking shall, as 
between die Sublessee and die Lender, satisfy or be treated as performance of any of the 
Sublessee's obligations under diis Sublease or any odier Operative Document or in any way limit 
or offset any amounts payable by the Sublessee hereunder or thereunder. 

SECTION 5. Representations. Warranties and Agreements. 

(a) THE SUBLESSOR SUBLEASES AND THE SUBLESSEE TAKES THE 
EQUIPMENT AND EACH PART THEREOF "AS-IS" AND "WHERE-IS" AND NONE OF 
THE SUBLESSOR, THE LENDER OR THE EQUITY INVESTOR MAKES OR SHALL BE 
DEEMED TO HAVE MADE ANY REPRESENTATION OR WARRANTY, EXPRESS OR 
IMPUED, AS TO THE CONDITION. VALUE, WORKMANSHIP, DESIGN. OPERATION, 
COMPLIANCE WITH SPECIFICATIONS, CONSTRUCTION, PERFORMANCE OR 
MERCHANTABIUTY, FITNESS OR SUITABIUTY FOR USE OR PURPOSE OF THE 
EQUIPMENT OR ANY PART THEREOF, AS TO THE ABSENCE OF LATENT OR OTHER 
DEFECTS, WHETHER OR NOT DISCOVERABLE, AS TO THE ABSENCE OF ANY 
INFRINGEMENT OF ANY PATENT, TRADEMARK OR COPYRIGHT, AS TO THE 
ABSENCE OF OBUGATIONS BASED ON STRICT LIABIUTY IN TORT. OR AS TO THE 
QUALITY OF THE MATERIAL OR WORKMANSHIP OF THE EQUIPMENT OR ANY 
PART THEREOF OR ANY OTHER REPRESENTATION OR WARRANTY WHATSOEVER, 
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EXPRESS OR IMPUED, WITH RESPECT TO THE EQUIPMENT OR ANY PART 
THEREOF. 

(b) The Sublessor covenants diat during the Sublease Term, so long as no 
Event of Default shall have occurred and be continuing, the Sublessee's rights under this 
Sublease, including the possession, use or quiet enjoyment of each Item of Equipment, shall not 
be interrupted by the Sublessor or any Person claiming any interest in such Item of Equipment 
by, through or under the Sublessor. 

(c) (i) For so long as no Event of Default shall have occurred and be 
continuing and the Equipment remains subject to this Sublease, the Sublessor (A) hereby 
authorizes the Sublessee, and authorizes the Sublessee to so authorize any permitted 
subsublessee. to the exclusion of the Sublessor, to exercise in the Sublessee's or such 
subsublessee's own name (1) such rights as the Sublessor may have widi respect to the 
Equipment under any warranty, covenant, representation, service life policy, performance 
guarantee, indemnity or product support agreement of the Manufacturer or any 
subcontractor or vendor with respect thereto under the Manufacturer's Purchase 
Agreement and, subject to subparagraphs (ii) and (iii) hereof, to retain the benefits of any 
warranty, covenant, representation, service life policy, performance guarantee, indemnity 
or product support agreement of the Manufacturer or any subcontractor or vendor under 
the Manufacturer's Purchase Agreement and (2) all other rights and powers as die 
Sublessor may have under the Manufacturer's Purchase Agreement and (B) shall, at the 
Sublessee's (or any permitted subsublessee's) expense, cooperate with the Sublessee (or 
any permitted subsublessee) and take such actions as the Sublessee (or any permitted 
subsublessee) reasonably deems necessary to enable the Sublessee (or any permitted 
subsublessee) to enforce such rights and claims; 

(ii) Notwithstanding anything herein to the contrary, all amounts that 
the Manufacturer is obligated to pay under the Manufacmrer's Purchase Agreement, 
including amounts resulting from die enforcement of any warranty, covenant, 
representation, service life policy, performance guarantee or indemnity thereunder or the 
eniforcement or exercise of any right or power under the Manufacturer's Purchase 
Agreement, shall be paid to the Sublessee unless the Manufacmrer shall have received 
written notice from the Sublessor (or, if the Lien of the Loan Agreement has not been 
discharged pursuant to Section 7.01 thereof, die Lender) that an Event of Defaidt shall 
have occurred and be continuing, in which case the Manufacturer will, until the 
Manufacturer has received written notice from the Sublessor (or, if the Lien of the Loan 
Agreement has not been discharged pursuant to Section 7.01 thereof, the Lender) diat 
such Event of Default shall have been cured or waived, make any and all such payments 
directly to the Sublessor (or, if the Lien of the Loan Agreement has not been discharged 
pursuant to Section 7.01 diereof, the Lender) to be held for so long as such Event of 
Default shall be continuing as security for and applied to the Sublessee's Obligations and, 
at such time as no such Event of Default shall be continuing, and to the extent not 
theretofore applied, to be paid to, and retained by the Sublessee; and 
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(iii) The Sublessor agrees that, as and when any right of action shall 
arise against die Manufacturer in relation to the terms of purchase, value, durability, 
merchantability, fitness for use, suitability, capacity, age, quality, description, state, 
condition, design, construction, use, operation or performance of. or any patent or 
copyright infringement or alleged patent or copyright infringement in relation to, die 
Equipment or any Part thereof, die Sublessee shall be entided, unless and until an Event 
of Default shall have occurred and be continuing, at its sole expense, to exercise all 
rights ofthe Sublessor against the Manufacturer; provided, diat any amounts received in 
exercising such rights shall be applied in die manner set fordi in Section 5(c)(ii). 

SECTION 6. Possession. Operation and Use. Maintenance and 
Identification. 

(a) Possession. 

The Sublessee shall not subsublease or otherwise in any manner deliver, 
relinquish or ti-ansfer possession of, or permit any odier Person to deliver, relinquish or tiansfer 
possession of, any Item of Equipment to any other Person during the Sublease Term; provided. 
however, diat die Sublessee may, widiout die prior written consent of die Sublessor: 

(i) subsublease any Item of Equipment for a period not extending 
beyond die end of die Sublease Term to any operator or provider of rail service or a 
railroad domiciled in the United States not subject to a bankmptcy who will operate die 
Equipment exclusively in the continental United States; or 

(ii) deliver temporary possession of any Item of Equipment or Part to 
die Manufacturer or odier organization for testing, service, repair, maintenance or 
overhaul work on such Item of Equipment or Part or for alterations or modifications in 
or additions to such Item of Equipment or Part to die extent required or permitted by the 
terms of diis Sublease; 

provided, diat the obligations of die Sublessee under diis Sublease and all die Operative 
Documents shall continue in full force and effect notwithstanding any such subsublease or 
delivery of temporary possession and diat die rights of any subsublessee shall be expressly 
subject and subordinate to all the terms of this Sublease. No subsublease or other relinquishment 
of possession of any Item of Equipment or Part shall in any way discharge or diminish die 
Sublessee's Obligations or constimte a waiver of, or inhibit in any way, the Sublessor's rights 
or remedies hereunder and die Sublessee shall remain primarily liable hereunder for die 
performance of all the terms of this Sublease and the other Operative Documents as if such 
transfer had not occurred and all the terms and conditions of diis Sublease and die odier 
applicable Operative Documents shall remain in effect. The Sublessee shall (i) give die 
Sublessor ten days' prior written notice of any subsublease diat has a term of more dian six 
mondis and (ii) in die event die subsublease will result in any Item of Equipment being 
transferred outside of die State of Califomia, provide die Sublessor widi an opinion of counsel 
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reasonably acceptable to die Sublessor to the effect that (a) die state in which such Item of 
Equipment will be located will recognize and give effect to the Head Lease Rights of the 
Sublessor and the Lien of the Loan Agreement therein and no ICC filings will be required, 
(b) there exist no rights in favor of the subsublessee under the laws of such state which, upon 
bankmptcy or insolvency or other default by the Sublessee, would prevent die remm of the 
Equipment in accordance with, and when permitted by, diis Sublease, and (c) none of die 
Sublessor, the Equity Investor or the Lender is required to register or qualify to do business in 
such state as a result of such subsublease. The Sublessee shall also, prior to entering into any 
subsublease, agree to indemnify the Sublessor, the Equity Investor aiKl the Lender in form and 
substance satisfoctory to them for any adverse tax consequences of such subsublease. Any 
reference in this Sublease to a "permitted subsublessee" shall mean a subsublessee under a 
subsublease permitted by this Section 6(a). The Sublessee's operation of unit trains on a short-
term incidental basis for a specified purpose for single customers shall not be deemed a 
subsubleasing of the Equipment for purposes of this Sublease. 

(b) Operation and Use. 

The Equipment will be used in providing rail service. The Sublessee shall 
not use or operate or suffer or permit any Item of Equipment to be used or operated in violation 
of any Applicable Law or in violation of any license or registration relating to such Item of 
Equipment issued by any competent governmental authority. The Sublessee shall not, and shall 
not permit any permitted subsublessee to, operate, use or locate any Item of Equipment or suffer 
or permit any Item of Equipment to be operated, used or located in any geographic area 
excluded from coverage by any insurance required by the terms of Section 10 or in any 
geographic area outside the continental United States. 

(c) Maintenance. 

The Sublessee, at its sole cost and expense, shall cause the Equipment to 
be serviced, repaired, maintained, overhauled and tested during the Sublease Term (i) with at 
least the same standard of care that the Sublessee exercises in servicmg, repairing, maintaining, 
overhauling and testing similar equipment owned, operated or subleased by it or its Affiliates, 
(ii) in compliance with all Applicable Laws, (iii) so as to keep each Item of Equipment in good 
operating order, repair and condition and in the same condition as when delivered to the 
Sublessee, ordinary wear and tear excepted, and (iv) so as to be in compliance with all required 
maintenance procedures of the Manufacturer necessary to preserve all warranties with respect 
to die Equipment; provided, that the Sublessee may in good faith contest the validity or 
application of any such Applicable Law in any reasonable manner that does not adversely affect 
the Sublessor's interest in the Equipment or the Head Lease Rights or the existence or priority 
of the Liens of the Loan Agreement or the Equipment Pledge Agreement and does not involve 
any risk of the imposition of criminal liability or unindemnified civil liability on the Sublessor 
or any Participant or any risk of the sale, forfeiture or loss of any Item of Equipment. The 
Sublessee shall maintain or cause to be maintained all records, logs and other materials required 
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to be maintained by the Manufacturer or any applicable governmental authority or by good 
industry practice in respect of the Equipment. 

SECTION 7. Inspection. 

The Sublessor, the Lender and die Head Lessor, or then* authorized 
representatives (which includes die Equity Investor), may on reasonable notice inspect the 
Equipment and the books and records of the Sublessee relating thereto and may make copies of 
those parts of such books as die Sublessor or the Lender may reasonably request; provided, that 
unless an Event of Default shall have occurred and be continuing, inspections shall occur only 
once in any twelve month period. All such inspections of the Equipment shall be visual, walk-
around inspections and shall not, unless an Event of Default shall have occurred and be 
continuing, include opening any panels or bays and, in any event, shall be conducted, so long 
as there is no Event of Default, so as not to unreasonably interfere with the normal conduct of 
Sublessee's or any permitted subsublessee's business or the operation and maintenance of the 
Equipment. Unless an Event of Default shall have occurred and be continuing, any inspection 
or observation made pursuant to this Section 7 shall be at the sole expense and risk of the 
Sublessor, the Lender or the Head Lessor, as applicable. Neither the Sublessor, the Lender nor 
die Head Lessor shall have any duty to make any such inspection or incur any liability or 
obligation by reason of not making any such inspection. The Sublessee shall make any permitted 
subsublease of any Item of Equipment expressly subject to the inspection rights hereunder. 

SECTION 8. Replacement and Ownership of Parts: Alterations. 
Modifications. Additions and Substitutions. 

(a) Replacement of Parts. 

The Sublessee, at its sole cost and expense, will, during the Sublease 
Term, promptly replace, or cause any permitted subsublessee to replace, all Parts that may from 
time to time become wom out, obsolete, lost, stolen, destroyed, seized, confiscated, damaged 
beyond repair or permanently rendered unfit for use for any reason whatsoever. In addition, in 
the course of maintenance, service, repair, overhaul or testing, the Sublessee or a permitted 
subsublessee, at its sole cost and expense, may remove any Part, whether or not wom out, 
obsolete, lost, stolen, destroyed, seized, confiscated, damaged beyond repair or permanendy 
rendered unfit for use; provided, that the Sublessee or such subsublessee, at its sole cost and 
expense, shall replace such Parts as prompdy as practicable with replacement Parts or temporary 
replacement parts as provided in Section 8(c). All replacement Parts shall be free and clear of 
all Liens except Permitted Liens and shall be in as good operating condition as, and shall have 
a value, utility and remaining useful life at least equal to, the Parts replaced assuming such 
replaced Parts were in the condition and repair required by the terms hereof. 
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(b) Ownership of Parts. 

Any Part (except for a temporary replacement Part) at any tune removed 
from any Item of Equipment shall remain the property of die Head Lessor and subject to die 
Head Lease and this Sublease, no matter where located, until such time as such Part shall be 
replaced by a part or parts that have been incorporated or installed in or attached to such Item 
of Equipment and that meets the requirements for replacement Parts specified in Section 8(a). 
Immediately upon any replacement Part (except for a temporary replacement Part) becoming 
incorporated or installed in or attached to an Item of Equipment as provided in Section 8(a), 
without further act, (i) ownership of the replaced part shall diereupon vest in die Sublessee or 
its designee, free and clear of all rights of the Head Lessor, die Sublessor and die Lender and 
shall no longer be deemed a Part hereunder; (ii) ownership of such replacement Part shall 
thereupon vest in the Head Lessor; and (iii) such replacement Part shall become subject to die 
Head Lease and this Sublease and be deemed part of such Item of Equipment for all purposes 
hereof to the same extent as the Parts originally incorporated or installed in or attached to such 
Item of Equipment. 

(c) Alterations. Modifications and Additions. 

The Sublessee or any permitted subsublessee, as the case may be, at its 
sole cost and expense, shall make or cause to be made such alterations and modifications in and 
additions to each Item of Equipment as may be required from time to time by Applicable Law; 
provided, that the Sublessee or such subsublessee may in good faith contest the validity or 
application of any such requirements in any reasonable manner which does not adversely affect 
die Sublessor's Head Lease Rights in the Equipment or the existence or priority of the Liens of 
the Loan Agreement or die Equipment Pledge Agreement and does not involve any risk of the 
imposition of criminal liability or unindemnified civil liability on the Sublessor or any Participant 
or any risk of the sale, forfeiture or loss of any Item of Equipment. In addition, the Sublessee 
or any permitted subsublessee, as the case may ht, at its sole cost and expense, may from time 
to time make such alterations and modifications in and additions to each Item of Equipment as 
the Sublessee or such subsublessee reasonably may deem desirable, includmg removal (without 
replacement) of Parts which the Sublessee or such subsublessee deems obsolete or no longer 
appropriate or suitable for use in such Item of Equipment; provided, that such alterations, 
modifications, additions or removals do not (i) diminish die value, utility or remaining useful 
life of such Item of Equipment or (ii) cause any Item of Equipment to constimte "limited use 
property" within die meanmg of Revenue Procedures 75-21 and 79-48, as amended. Tide to 
any severable Part not required by Applicable Law to be incorporated or installed in or attached 
or added to any Item of Equipment as the result of such alteration, modification, removal or 
addition shall remain in the Sublessee or such subsublessee, as the case may be, and may be 
removed at any time during die Sublease Term; provided, diat (i) such Part is in addition to, and 
not in replacement of or substitution for, any Part originally incorporated or installed in or 
attached or added to such Item of Equipment at the time of the delivery thereof hereunder or any 
Part in replacement of, or substitution for, any such Part, (ii) such Part is not otherwise required 
to be incorporated or installed in or attached to such Item of Equipment pursuant to the terms 
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hereof, (iii) such Part can be removed from such Item of Equipment without damage and without 
diminishing the value, utility or remaining useful life of such Item of Equipment which such 
Item of Equipment would have had at such time had such alteration, modification, removal or 
addition not occurred, assuming such Item of Equipment was maintained in the condition 
required by the terms of this Sublease, (iv) no Event of Defaidt shall have occurred and be 
continuing, and (v) the cost of such Part was not paid or financed by the Sublessor, the Equity 
Investor or the Head Lessor. Title to all odier such Parts shall, without further act or payment, 
vest in the Head Lessor and be subject to the Head Lease and this Sublease. Upon termination 
of this Sublease, the Head Lessor, the Sublessor or the Successor Sublessee shall have the right 
to purchase for its then fair market value any such severable Part not removed prior to the retum 
to the Sublessor (including retum pursuant to the exercise of remedies under Section 17) or 
delivery to the Successor Sublessee ofthe Equipment or such Item of Equipment including such 
Part. If the Head Lessor, the Sublessor or the Successor Sublessee elects not to purchase a 
severable Part, the Sublessee or such subsublessee, as the case may be, may at its option either 
remove such Part or retum the Item of Equipment with such Part intact (and in the case of such 
a retum, tide to such Part shall, without ^rdier act or payment, vest in the Head Lessor and be 
subject to the Head Lease). 

SECTION 9. Event of Loss: Replacement. 

(a) Event of Loss. 

Upon the occurrence of an Event of Loss the Sublessee shall notify the 
Head Lessor, the Sublessor and the Lender withm 45 days thereof (such notice to identify the 
Items of Equipment suffering the Event of Loss), and by written notice to the Sublessor and the 
Lender given within 60 days after die occurrence of such Event of Loss (the "Election Notice") 
elect one of the following two altematives (provided that if the Sublessee shall fail to give such 
notice, the Sublessee shall be deemed to have elected altemative (i)): 

(i) the Sublessee shall pay to the Sublessor on the first Stipulated Loss 
Value Determination Date occurring a ^ r the Sublessee delivers (or is required to 
deliver) the Election Notice (or die first Stipulated Loss Value Determination Date 
occurring after clause (iii) of this Section 9(a) becomes applicable) (the "Loss Payment 
Date"): (A) the Stipulated Loss Value for the Loss Payment Date (or if such Event of 
Loss is attributable to an act of the State of Califomia or any political sutxlivision 
thereof, the higher of such Stipulated Loss Value and the Fair Maiicet Sales Value of the 
Head Lease Rights on die Loss Payment Date) with respect to each Item of Equipment 
suffering die Event of Loss, plus (B) any Basic Rent that was due and payable on (if 
payable in arrears) or prior to such Loss Payment Date remaining unpaid, together with 
interest at the Overdue Rate for the period from the due date thereof to the date of 
payment, plus (C) all odier amounts, whether Supplemental Rent or otherwise, due and 
owing on the Loss Payment Date by the Sublessee to the Sublessor or any other Person 
under the Operative Documents, plus (D) the amount payable to the Head Lessor under 
the Head Lease pursuant to Section 9(a)(i)(A) thereof on the Loss Payment Date (after 
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reduction for any Refund credited against such amount in accordance with Section 3(d)(i) 
and Section 9(a)(i) of the Head Lease); or 

(ii) provided no Event of Default shall have occurred and he continuing 
at the time of the replacement, the Sublessee shall cause the Head Lessor to substimte 
for any Item of Equipment suffering an Event of Loss, a Replacement Item of Equipment 
under the Head Lea^ within 120 days of the giving of the Election Notice, in which 
case, immediately upon die effectiveness of such substitution and without fiirdier act, 
such Replacement Item of Equipment shall become subject to this Sublease and shall be 
deemed an Item of Equipment for all purposes hereof to the same extent as the Item of 
Equipment originally subleased hereunder. 

In order to effect any such substitution pursuant to altemative (ii) 
of this paragraph (a), the following documents shall be duly authorized, executed and 
delivered by the respective party or parties thereto (and recorded, if appropriate) and an 
executed counterpart of each shall be delivered to the Head Lessor, the Sublessor and, 
if the Lien of the Loan Agreement has not been discharged pursuant to Section 7.01 
diereof, die Lender: 

(A) a Head Lease Supplement, a Sublease Supplement (the 
original counterpart of which shall be delivered to the Lender) and a supplement 
to the Equipment Pledge Agreement covering the Replacement Item of 
Equipment (it being understood for purposes of the Head Lease that the 
Equipment Value for any Replacement Item of Equipment shall be die same as 
the Equipment Value for the Item of Equipment for which it is substituted); 

(B) as long as the Lien of the Loan Agreement shall not have 
been discharged pursuant to Section 7.01 thereof, a Loan Agreement supplement 
covering the Replacement Item of Equipment; 

(C) such evidence of compliance with the insurance provisions 
of Section 10 with respect to the Replacement Item of Equipment as the 
Sublessor may reasonably request; 

(D) such UCC financing statements covering the Lien of die 
Equipment Pledge Agreement and the Loan Agreement and any other filings or 
actions as are deemed necessary or desirable by counsel for the Sublessor and 
the Lender to establish first priority security interests in favor of the Sublessor 
and Lender in the Replacement Item of Equipment; 

(E) such certificates and opinions of counsel as to such matters 
as the Sublessor may reasonably request; 
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(F) receipt of an appraisal or other evidence reasonably 
satisfactory to the Equity Investor to die effect that the Replacement Item of 
Equipment has a value, utility and remaining useful life at least equal to the 
Item of Equipment being replaced; and 

(G) (1) an opinion of nationally recognized independent tax 
counsel selected by Sublessee and reasonably acceptable to Sublessor and the 
Equity Investor to the effect that die Sublessor and the Equity Investor have a 
reasonable basis for taking the position that they will not suffer any adverse 
U.S. federal income tax consequences as a result of such replacement and (2) 
an agreement by the Sublessee, satisfactory to the Sublessor and the Equity 
Investor, to indemnify the Sublessor and the Equity Investor for any adverse tax 
consequences. 

(iii) If the Sublessee has not fully performed altemative (ii) of this 
paragraph (a) within 120 days following the delivery of an Election Notice electing to 
replace the affected Item of Equipment, the Sublessee shall be deemed to have elected 
altemative (i) and shall fully perform the same in accordance with the terms hereof. 

Upon payment in full of all amounts payable pursuant to altemative (i) of this paragraph (a), 
(1) the obligation of the Sublessee to pay any Basic Rent with respect to the applicable Items of 
Equipment shall terminate as of the Loss Payment Date, (2) the Sublease Term with respect to 
such Items of Equipment shall end. (3) the Sublessor will transfer to the Sublessee, without 
recourse or warranty (except as to the absence of Sublessor's Liens), all of the Head Lease 
Rights in and to such Items of Equipment, and (4) the Sublessor will assign to, or as directed 
by, the Sublessee all claims ofthe Sublessor against third Persons (other than Excepted Property 
(exclusive of clause (iv) ofthe definition thereof and clauses (v), (vi) and (vii) to the extent they 
relate to clause (iv)) and except to the extent the Sublessor is entitled thereto under Section 9(b)), 
relating to such Items of Equipment. Upon such ti-ansfer, the Sublessor shall request die Lender 
to execute and deliver to the Sublessee an appropriate instrument releasing such Items of 
Equipment from the Liens of the Equipment Pledge Agreement and the Loan Agreement. A 
substitution effected pursuant to altemative (ii) of this paragraph (a) shall not result in any 
adjustment to Basic Rent and, except as provided in die Tax Indemnification Agreement, shall 
not result in any change in Stipulated Loss Values, Termination Values or the Agreed Purchase 
Option Price. The Sublessee shall pay die reasonable costs and expenses (including reasonable 
fees and expenses of counsel) of the Sublessor, the Equity Investor and the Lender incurred in 
connection with any such substimtion. 

(b) Non-Insurance Payments Received on Account of an Event of Loss. 

As between the Sublessor and the Sublessee, any payments on account of 
an Event of Loss (other than proceeds of insurance which shall be applied as required by 
Sections 10(e) and (g)) with respect to any Item of Equipment received at any time by the Head 
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Lessor, the Sublessor, the Sublessee or any permitted subsublessee or any other Person from any 
governmental authority or other Person will be applied as follows: 

(i) if the Sublessee has elected altemative (i) in paragraph (a) of this 
Section 9, so much of such payments as shall not exceed the amounts required to be paid 
by the Sublessee pursuant to such paragraph (a) shall be paid to the Sublessor in 
reduction of the Sublessee's obligation to pay such amounts (net of any and all costs, 
losses and expenses incurred by the Sublessor in connection therewith) and the balance 
shall be divided between die Head Lessor, the Sublessor and the Sublessee as their 
interests may appear; and 

(ii) if the Sublessee has elected altemative (ii) in paragraph (a) of this 
Section 9, all such payments shall be paid over to, or retained by, the Sublessor, as 
security for the Sublessee's obligations diereunder until die Sublessee shall have fully 
performed its obligations under such altemative (ii), at which time such payments shall 
be paid over to the Sublessee or its designee. 

(c) Requisition for Use with Respect to Items of Equipment. 

(i) If an Item of Equipment is requisitioned for use by any government 
or any agency or instrumentality diereof (for so long as such requisition does not 
constitute an Event of Loss, at which time Section 9(a) will govem), all of die 
Sublessee's obligations under this Sublease with respect to such Item of Equipment shall 
continue to the same extent as if such requisition had not occurred. 

(ii) All payments received by the Head Lessor, the Sublessor, the 
Sublessee, any permitted subsublessee or any other Person in coimection with any such 
requisition for use during the Sublease Term (other than any such requisition which 
constitutes an Event of Loss, as to which the provisions of Section 9(a) shall govem) or 
under a sublease or transfer then in effect from any government or any agency or 
instrumentality thereof for the use of such Item of Equipment during the Sublease Term 
shall be paid over to, or retained by, die Sublessee or such permitted subsublessee, as 
the case may be. All payments received by the Head Lessor, the Sublessor, the 
Sublessee, such permitted subsublessee or any other Person from any government or any 
agency or instrumentality thereof for the use of such Item of Equipment after the 
Sublease Term and during die Head Lease Term shall be paid over to, or retained by, 
the Sublessor (unless the Sublessee shall have exercised its option to purchase the Head 
Lease Rights with respect to such Item of Equipment pursuant to Section 14(a)(i), in 
which case all such payments shall be paid over to, or retained by, the Sublessee) and 
any such payments received for use of such Item of Equipment for any period after the 
Head Lease Term shall be paid over to, or retained by, die Head Lessor. 

(iii) If an Event of Loss shall exist, or be deemed to exist, on the last 
day of the Sublease Term (and the Sublessee shall not have exercised its option to 
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purchase the Head Lease Rights under Section 14(a)(i)), the Sublessee shall make on the 
last day of the Sublease Term the payments requured to be made by it imder altemative 
(i) of Section 9(a) with respect to such Event of Loss. 

(d) Application of Payments During Existence of Defaults. 

Any amount referred to in this Section 9 or in Section 10 which is payable 
to the Head Lessor or the Sublessee shall not be paid to die Head Lessor or the Sublessee, or, 
if it has been previously paid direcdy to die Head Lessor or the Sublessee, shall not be retained 
by the Head Lessor or the Sublessee, if at the time of such payment an Event of Default shall 
have occurred and be continuing, but shall be paid to and held by the Sublessor (or, if the Lien 
of the Loan Agreement has not been discharged pursuant to Section 7.01 of the Loan 
Agreement, the Lender) as security for the Sublessee's Obligations, and shall be applied towards 
payment of the Sublessee's Obligations, and at such time as diere shall not be continuing any 
such Event of Default such amount (to die extent not so applied) shall be paid over to the 
Sublessee or its designee. 

SECTION 10. Insurance. 

(a) Insurance Requirements. 

The Sublessee shall provide, at the Sublessee's sole expense, insurance 
coverage (including property damage and liability insurance) with respect to die Equipment in 
amounts at least equal to, and on terms no less favorable than, insurance carried by the 
Sublessee with respect to other commuter rail rolling stock owned, leased or operated by the 
Sublessee or any Affiliate of the Sublessee similar to the Equipment with insurers of recognized 
standing and substantial financial capacity; provided, that the Sublessee shall at all times 
maintain (x) all-risk property insurance in an amount which, when added to the estimated 
liquidation value of the U.S. Govenunent Obligations held pursuant to the Equity Deposit 
Agreement and the amounts which could be obtained upon an early termination of the Payment 
Undertaking Agreement at any point in time during the Sublease Term, will be equal to or 
greater than the Stipidated Loss Value at any point in time applicable to the Equipment and 
which shall designate the Lender, until the Lien of the Loan Agreement has been discharged 
pursuant to Section 7.01 thereof, and thereafter the Sublessor as loss payee and (y) commercial 
general liability insurance in an amount not less than $70 million "single-limit" coverage. 

Each policy of insurance carried in accordance with this Section 10(a) shall: 

(i) name die Head Lessor, the Sublessor, die Tmst Company, the 
Equity Investor and the Lender as additional insureds (die "Additional Insureds") for 
their respective interests; 
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(ii) expressly provide that all of the provisions thereof, except the lunits 
of liability, shall operate in the same manner as if there were a separate policy covering 
each insured; 

(iii) contain as its minimum geographical limits, if any, all areas within 
which the Equipment will be operated; 

(iv) contain an agreement by the insurer that notwithstanding die lapse 
of any such policy (except by reason of expiration in accordance with its terms) or any 
right of cancellation by the insurer or any cancellation by the Sublessee, whether 
voluntary or involuntary, each such policy shall continue in force for die benefit of the 
Sublessor and each such other Additional Insured for at least thirty days after written 
notice of such cancellation shall have been sent to the Sublessor and each Additional 
Insured except upon written approval of the Sublessor; 

(v) insure the Sublessor's interests up to the limits of such policy and 
shall not be invalidated by any action or inaction of die Sublessee or any odier Person 
regardless of any misdescription, breach or violation by the Sublessee or any other 
Person of any warranties, declarations or conditions contained in such policies; 

(vi) waive any right of the insurers to any set-off or counterclaim or any 
other deduction and waive any right of subrogation against any Additional Insured, 
except for claims that may arise from the willful misconduct or gross negligence of any 
such Additional Insured; 

(vii) provide that no Additional Insured shall have any obligation or 
liability for premiums in connection with such insiu-ance or any call, commission or 
assessment with respect thereto; and 

(viii) shall be primary without right of contribution from any other 
insurance that is carried by any other Person. 

(b) Compliance with Policies. 

The Sublessee will not do any act or voluntarily suffer any act to be done 
whereby any insurance required under this Section shall or may be suspended, impaired or 
defeated, llie Sublessee in no circumstance will suffer or permit the Equipment to be used or 
operated during any period when die Sublessor or any other Additional Insured may be at risk 
for the risks protected against by such insurance without such insurance being fiiUy in effect. 

(c) Altemative Insurance: Failure to Insm^. 

(i) In the event the insurance required by this Section 10 is not available on 
commercially reasonable terms at reasonable rates from reputable insurers, the Sublessee 
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may obtain such other insurance for, or self-insure, the risks provided for herein; 
provided that the coverage, amounts and terms of such insurance shall at all times satisfy 
the requirements ofthe first sentence of Section 10(a) (other than the proviso therein) and 
shall be comparable to the coverage, amounts and terms of the insurance carried at the 
time by similarly simated tiransit operators with respect to similar commuter rail rolling 
stock. 

(ii) In the event that the Sublessee should for any reason fail to renew 
or replace any policy or contract of insiu-ance under Section 10(a) or fail to keep any 
such policy in full force and effect, the Sublessor shall have the option to pay the 
premiums on any such policy or contract of insurance or to take out new insurance in 
amount, type, coverage and terms reasonably satisfactory to die Sublessor; provided, that 
the Sublessor shall (to the extent reasonably practicable) give the Sublessee not less dian 
two Business Days' prior written notice before taking any such action. 

(iii) Any sum so paid by the Sublessor pursuant to clause (ii) above 
shall be immediately due and payable to the Sublessor by die Sublessee, together with 
interest at the Overdue Rate from the date upon which the Sublessor incurs the expense; 
provided, that no exercise by the Sublessor of the option set forth in Section 10(c)(ii) 
shall in any way affect the provisions of this Sublease, including the provisions that 
failure by the Sublessee to maintain the prescribed insurance shall constitute an Event of 
Default under Section 16(b). 

(d) Notification of Claim. 

The Sublessee shall notify die Sublessor and the Equity Investor (and so 
long as the Lien ofthe Loan Agreement shall not have been discharged pursuant to Section 7.01 
of the Loan Agreement, the Lender), as soon as possible under the circumstances, of any 
material claim under any such insurance or of the occurrence of any event giving rise to any 
material claim thereunder. 

(e) Application of Insurance Proceeds. 

Any insurance payments received under policies that the Sublessee is 
required to maintain pursuant to Section 10(a) shall be applied as follows: 

(i) if such payments are received with respect to loss or damage not 
constituting an Event of Loss, such payments shall be applied in payment for repairs or 
for replacement property in accordance with the terms of Sections 6 and 8. if not already 
paid for by the Sublessee (or to reimburse the Sublessee for such repairs or replacements 
already paid for by the Sublessee), and any balance remaining after compliance with such 
Sections with respect to such loss shall be paid to the Sublessee; 
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(ii) if such payments are received with respect to an Event of Loss and 
the Sublessee has elected altemative (i) in Section 9(a), so much of such payments 
remaining as shall not exceed die amounts required to be paid by the Sublessee pursuant 
to Section 9(a)(i) shall be applied in reduction of die Sublessee's obligation to pay such 
amounts if not already paid by the Sublessee, and to reimburse the Sublessee if such 
amounts shall have been paid, and die balance, if any, of such payments shall be 
prompdy paid over to, or retained by, the Sublessee; or 

(iii) if such payments are received with respect to an Event of Loss and 
the Sublessee has elected altemative (ii) in Section 9(a), such payments shall be paid over 
to, or retained by, the Sublessor (or, if the Lien of the Loan Agreement has not been 
discharged pursuant to Section 7.01 of die Loan Agreement, the Lender), as security for 
the performance of die Sublessee's obligations under Section 9(a)(ii) with respect to such 
Event of Loss, until the Sublessee shall have fiilly performed its obligations under 
Section 9(a)(ii) with respect to the Items of Equipment suffering such Event of Loss, at 
which time such payment shall be paid over to the Sublessee. 

Any proceeds received by die Head Lessor, die Sublessor, the Equity Investor, 
the Lender or the Sublessee from any insurance policy maintained by such Person that is not 
required to be maintained hereunder, shall be paid to. and retained by, the Person maintaining 
such policy. 

(f) Certificates. 

During the Sublease Term and concurrendy with the renewal of each insurance 
policy (but in no event less frequently than (x) once each calendar year in the first quarter of 
such year beginning in 1996 and (y) within 21 days of renewal of any policy), the Sublessee 
shall cause to be furnished to the Sublessor and the Lender a certificate of a firm of insurance 
brokers or of an authorized representative of the insurers evidencing each policy of insurance 
carried in accordance with this Section 10. 

(g) Copies and Descriptions of Policies: Other Insurance. 

If requested by the Sublessor or the Lender, the Sublessee will arrange to 
be delivered to the Sublessor or the Lender, as the case may be, copies of all applicable 
provisions of any insurance carried on the Equipment. If requested by the Sublessor, the 
Sublessee shall promptly furnish to die Sublessor an Officer's Certificate setting fordi all 
insurance maintained by die Sublessee pursuant to this Section 10 and describing such policies, 
if any, including the amounts of coverage, any deductible amounts, the names of the insurance 
providers and a general description of each such policy's terms and the stams of any self-
insurance. Each of die Sublessor, the Equity Investor and die Lender shall have the right to 
carry insurance on the Equipment for their own benefit and at dieir own expense; provided, that 
the carrying of such insurance shall not adversely affect die Sublessee's ability to carry insurance 
as described herein, the Sublessee's cost thereof or the amounts payable thereunder. 
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SECTION 11. Liens. 

The Sublessee shall not direcdy or indu-ectly create, incur, assume or suffer to 
exist any Lien on or with respect to the Equipment or tide thereto or any interest therein or in 
this Sublease except (a) the respective rights of the Head Lessor, the Sublessor, the Equity 
Investor, the Sublessee and die Lender under die Operative Documents; (b) the rights of others 
under agreements or arrangements to the extent expressly permitted in Section 6(a); (c) Liens 
for Taxes payable by the Sublessee either not yet due or being contested in good faith by 
appropriate proceedings diligently conducted so long as such proceedings do not involve any 
danger of the sale, forfeiture or loss of the Equipment or any interest therein (and for the 
pajmient of which adequate reserves have been provided pursuant to generally accepted 
accounting principles); (d) suppliers', mechanics', workers', repairers', employees' or other like 
Liens arising in the ordinary course of business and for amounts the payment of which is either 
not yet delinquent or is being contested in good faith by appropriate proceedings, so long as such 
proceedings do not involve a material danger of the sale, forfeiture or loss of the Equipment or 
any interest therein (and for the payment of which adequate reserves have been provided 
pursuant to generally accepted accounting principles); (e) Liens arismg out of judgments or 
awards against the Sublessee with respect to which at the time an appeal or proceeding for 
review is being prosecuted in gobd faith by appropriate proceedings and with respect to which 
there shall have been secured a stay of execution pending such proceeding; (f) Sublessor's Liens; 
(g) customary salvage and sunilar rights of insurers under policies of insurance maintained with 
respect to the Equipment; and (h) Liens related to any temporary replacement Parts so long as 
the Sublessee is diligendy pursuing substitution of permanent replacement Parts therefor. Liens 
described in clauses (a) through (h) above are referred to herein as "Permitted Liens". The 
Sublessee shall prompdy, at its own expense, take or cause to be taken such action as may be 
necessary to duly discharge any Lien other than a Permitted Lien arising at any time. 

SECTION 12. Further Assurances. 

The Sublessee shall, at its own expense, prompdy and duly execute and deliver 
to the Sublessor such fiirther documents and assurances and take such fiirther action as the 
Sublessor may from time to tune reasonably request in order more effectively to cany out the 
intent and purpose of diis Sublease and the other Operative Documents and to establish and 
protect the rights and remedies created or intended to be created in favor of the Sublessor 
hereunder, including, if requested by the Sublessor, the execution and delivery of supplements 
or amendments hereto, in recordable form, subjecting any replacement or substimted Item of 
Equipment to this Sublease and the recording or filing of counterparts hereof or of financing 
statements with respect hereto. 

SECTION 13. Remm of die Equipment. 

Unless the Sublessee or its designee shall purchase the Head Lease Rights 
pursuant to the terms hereof, the Sublessee will, on the Sublease Expiration Date or, if required, 
upon the earlier termination of this Sublease pursuant to the terms hereof, retum, at the 
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Sublessee's sole risk and expense, all of the Equipment (except any Item of Equipment deemed 
to have suffered an Event of Loss), free and clear of any Liens, by delivering the same to such 
site or sites in the continental United States as the Sublessor or the Successor Sublessee shall 
designate together with all plans, specifications, operating manuals, warranties and other 
documents fiimished by the Manufacturer and all records, logs and other materials in the 
possession ofthe Sublessee or its agents that (x) are required to be maintained in respect to such 
Item of Equipment by any applicable governmental authority having jurisdiction or (y) are 
necessary or usefiil to the ownership, use, operation, or maintenance of such Item of Equipment. 
Each Item of Equipment when so delivered shall be in the condition required by Section 6(c) 
widi all Parts fiilly functional and able to perform their intended fiinctions as when delivered to 
the Sublessee hereunder, shall be in compliance with all safety directives issued by any 
governmental authority having an effective date for compliance prior to such delivery, shall have 
all operator identification (e.g., name and logo) removed in a workmanlike manner and shall 
conform to any Successor Sublessee's ftirther specifications. Upon any expuration or termination 
of this Sublease, the Sublessee shall also permit the Sublessor or the Successor Sublessee to store 
beyond the Sublease Term at a suitable storage site designated by the Sublessee or the Successor 
Sublessee, at Sublessor's (or Successor Sublessee's) sole cost and expense (but without charge 
for storage), for a period of not more than 90 days, any Equipment being returned prior to 
delivery as aforesaid, and the Sublessee agrees to invoice the Sublessor (or the Successor 
Sublessee) promptly for any expense paid by the Sublessee direcdy attributable to such storage. 
In the event the Equipment has not been fiilly prepared for redelivery and redelivered as directed 
by the Sublessor on the Sublease Expiration Date, die Sublessee shall pay to the Sublessor, upon 
demand, for each day die Equipment is not so prepared for redelivery an amount equal to the 
average per diem Basic Rent payable during the Sublease Term; provided, that in any event the 
Equipment must be redelivered within 90 days of the Sublease Expiration Date or such shorter 
period as may be required by the Successor Sublessee. 

Events. 
SECTION 14. Altematives at the End of the Sublease Term: Burdensome 

(a) The Sublessee's Altematives. 

Subject to all the terms and conditions set forth in this Section 14, the 
Sublessee shall exercise one of the following altematives on or before the Sublease Expiration 
Date (unless this Sublease shall have theretofore been terminated in accordance with its terms): 

(i) Purchase of Head Lease Rights. The Sublessee shall purchase from 
the Sublessor the Head Lease Rights with respect to all Items of Equipment on the 
Sublease Expiration Date for an aggregate amount equal to $110,765,037.40, payable in 
four instalhnents on the dates and in die amounts set forth on Exhibit F, as such amount 
may be adjusted pursuant to Section 3(d) (such amount, as so adjusted, being hereinafter 
called die "Agreed Purchase Option Price"); or 
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(ii) Successor Sublease. Subject to the preemptive right of the 
Sublessor under Section 21(e) of the Participation Agreement and the satisfaction or 
waiver on or before the Sublease Expiration Date of the terms and conditions set forth 
in Section 21 of the Participation Agreement, the Sublessee shall procure a Successor 
Sublessee to lease all (but not less dian all) of the Items of Equipment from the Sublessor 
on and as of the Sublease Expiration Date pursuant to a Successor Sublease as provided 
in Section 21 of the Participation Agreement. 

(b) Notice. 

Not less dian 90 days prior to the Sublease Expiration Date, the Sublessee 
shall irrevocably notify the Sublessor in writing whether it will purchase the Head Lease Rights 
pursuant to Section 14(a)(i) or arrange for a Successor Sublease pursuant to Section 14(a)(ii). 
If the Sublessee fails to exercise one of the options set forth in Section 14(a) on or prior to such 
90th day, the Sublessee will be deemed to have elected to purchase die Head Lease Rights 
pursuant to Section 14(a)(i). 

(c) Burdensome Events. 

If a Burdensome Event shall have occurred and be continuing, the 
Sublessee shall have the right, by irrevocable written notice delivered to the Sublessor within 
90 days of such Burdensome Event specifying the scheduled date of purchase (which shall be 
the next Termination Value Determination Date occurring after such notice), to purchase the 
Head Lease Rights in all (but not less than all) of the Items of Equipment for a purchase price 
equal to: (A) the higher of the Fair Market Sales Value of the Head Lease Rights on such 
Termination Value Determination Date or die Termination Value for such Termination Value 
Determination Date in the case of a Burdensome Event described in clause (b) of the definition 
thereof dut is attributable to an act ofthe State of Califomia or any political subdivision thereof 
diat is discriminatory in nature (it being understood that a law of general application shall not 
be deemed to be discriminatory) or in the case of a Burdensome Event described in clause (c) 
of the definition thereof; (B) the Special Termination Value for such Termination Value 
Determination Date in the case of a Burdensome Event described in clause (d) of die definition 
thereof which is caused solely by an act of the Sublessor or the Equity Investor; or (C) the 
Termination Value for such Termination Value Determination Date in the case of any other 
Burdensome Event, plus in either case all costs and expenses incurred by all parties to the 
Operative Documents with respect thereto. 

(d) Exercise of Purchase Options. 

If the Sublessee elects to purchase the Head Lease Rights pursuant to 
Section 14(a)(i) or 14(c), upon payment to the Sublessor of (A) an amount equal to the 
applicable purchase price, plus (B) any Basic Rent that was due and payable on (if payable in 
arrears) or prior to the applicable Termination Value Determination Date remaining ui^)aid, 
together widi interest at the Overdue Rate for the period from the due date thereof to the date 
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of payment, plus (C) all odier amounts, whether Supplemental Rent or otherwise, due and owing 
on the Termination Value Determination Date by the Sublessee to the Sublessor or any other 
Person under the Operative Documents, all of the Sublessor's right, tide and interest in and to 
the Head Lease Rights shall be deemed automatically to have been transferred by die Sublessor 
to the Sublessee or its designee, "as-is, where-is" without recourse or warranty of any kind, 
except widi respect to the absence of Sublessor's Liens. In coimection with such transfer of 
Head Lease Rights and assignment of warranties pursuant to the following paragraph, the 
Sublessee shall prepare and the Sublessor shall execute, as the case may be, a termination of the 
Sublease and an assignment of the Head Lease Rights and such other documents and opinions 
as the Sublessee may reasonably request, all at die expense of die Sublessee. Upon compliance 
by the Sublessee with the provisions of diis Section 14(d) (other than its obligation to pay the 
instalhnents set forth on Exhibit F following the Sublease Expiration Date), this Sublease shall 
terminate except for the obligation of the Sublessee to pay die mstallments set forth on Exhibit 
F due following the Sublease Expiration Date and any Supplemental Rent (x) surviving pursuant 
to Section 11 of the Tax Indemnification Agreement or Section 15 of the Participation 
Agreement or (y) in respect of liabilities and obligations of the Sublessee which have accmed 
but not been paid or which are in dispute as of the date of such transfer. 

Upon any transfer of title to the Head Lease Rights by the Sublessor pursuant 
to this Section 14(d), the Sublessor shall assign to the Sublessee or such other person as the 
Sublessee may nominate all of the rights die Sublessor may have under any warranty or other 
obligation widi respect to the Equipment made by the Manufacturer or any other claims against 
die Manufacturer with respect to the Equipment. 

SECTION 15. Voluntary Termination. 

(a) Termination bv Sale. 

On or after the fifth anniversary of the Delivery Date, the Sublessee shall 
have the right at its option on at least 90 days' (but not more than 360 days') prior notice to the 
Sublessor, the Equity Investor and, so long as the Lien of die Loan Agreement shall not have 
been discharged pursuant to Section 7.01 of the Loan Agreement, the Lender, specifying a 
proposed date of termination (which shall be a Basic Rent Payment Date) (the "Termination 
Date"), to terminate this Sublease as to all (but not less than all) Items of Equipment, provided 
such notice includes a certificate of the Sublessee's board of directors that the Equipment has 
become economically or technologically obsolete or surplus to die Sublessee's requirements. 

During the period following the givuig of such notice of termination until 
the Termination Date, die Sublessee as non-exclusive agent for the Sublessor shall use its best 
efforts to obtain bids for the cash purchase of, and the Sublessor or its agents may endeavor to 
sell, the Head Lease Rights. In die event that the Sublessee receives an offer to purchase the 
Head Lease Rights, the Sublessee shall immediately certify in writmg to the Sublessor and the 
Equity Investor the amount and terms of such offer, the proposed date of such purchase and the 
name and address of the party submitting such offer (which shall not be the Sublessee or an 
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Affiliate of the Sublessee or any Person widi an arrangement with die Sublessee or an Affiliate 
of the Sublessee for the continued use of the Equipment for the benefit of the Sublessee or its 
Affiliates). Unless the Sublessor shall have previously elected to take possession of the 
Equipment in accordance with Section 15(c), on die Termination Date, or such other date of sale 
as shall be consented to in writing by the Sublessor, which date shall thereafter be deemed the 
Termination Date, die Sublessee (as agent for the Sublessor) shall (i) arrange the sale of the 
Head Lease Rights for cash to whomever shall have submitted the highest bid for the cash 
purchase of the Head Lease Rights and (ii) upon delivery to the Sublessor of the cash purchase 
price, together widi all amounts required under Section 15(b) below, deliver die Equipment in 
accordance with the remm conditions of Section 13 together widi an assignment of the Head 
Lease Rights, or cause the Equipment and the Head Lease Rights to be delivered, conveyed and 
assigned, to the party which shall have agreed to purchase die Head Lease Rights in the manner 
which may be agreed upon between the Sublessee and such party. The Sublessor shall be under 
no duty to solicit bids, to inquire into die efforts of the Sublessee to obtain bids or otherwise 
take any action in connection with any such sale other than to transfer to die purchaser selected 
in accordance with this Section 15(a) certified by the Sublessee to the Sublessor, without 
recourse or warranty except with respect and the absence of Sublessor's Liens, all of the 
Sublessor's right, tide and interest in and to the Head Lease Rights, against receipt of the 
payments provided for herein. 

(b) Payments Due Upon Sale of Head Lease Rights. 

The total selling price realized at such sale shall be paid over to the 
Sublessor and, in addition, on the Termination Date, die Sublessee shall pay in immediately 
available fluids (i) to the Sublessor an amount equal to the excess, if any, of (A) die Termination 
Value with respect to all Items of Equipment as of the Termination Date over (B) the net 
proceeds of the sale of the Head Lease Rights, plus (ii) to the Sublessor and any other Person 
entided thereto, all Supplemental Rent due on or before (or after, to the extent susceptible to 
quantification on or before) die Termination Date, plus (iii) to die Sublessor, all unpaid Basic 
Rent payable on (if payable in arrears) or before the Termination Date. 

(c) Revocation of Notice bv the Sublessee: Preemptive Election bv the 
Sublessor. 

Provided that Sublessor has not elected to retain its interest in the Head 
Lease Rights as provided below, the Sublessee may. not less dian 10 days prior to any proposed 
Termination Date under this Section 15 and on not more than two occasions during the Sublease 
Term, irrevocably notify the Sublessor, die Equity Investor and the Lender (if applicable) in 
writing of its election to revoke a termination notice given by the Sublessee pursuant to 
paragraph (a) of this Section 15. Notwithstanding the foregoing provisions of this Section 15, 
die Sublessor may, not less than 30 days prior to the Termination Date, notify the Sublessee in 
writing of its preemptive election to take possession of the Equipment with respect to which the 
Sublessee has elected to terminate this Sublease. Upon receipt of such notice from the Sublessor 
of such preemptive election, the Sublessee shall cease its efforts to arrange the sale of the Head 
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Lease Rights as provided above and shall reject all bids dieretofore or thereafter received, if any. 
If the Sublessor exercises its preemptive election, on the Termination Date the Sublessor shall 
pay to the Lender the amount required to pay in fiill (after giving effect to any installment of 
Basic Rent paid on such date) die aggregate outstanding unpaid principal amount of the Loan 
Certificates together with accmed and unpaid interest thereon, if any and all other amounts due 
and payable to the Lender under the Operative Dociunents. The Sublessee shall deliver, or 
cause to be delivered, the Equipment to die Sublessor in accordance with the terms of Section 
13 and shall pay (i) all Basic Rent payable on (if payable in arrears) or before the Termination 
Date, plus (ii) all unpaid Supplemental Rent (but excluding Termination Value) due on or before 
(or after, to the extent susceptible to quantification on or before) the Termination Date. 

(d) Termination of Sublease. 

Upon conveyance of the Head Lease Rights to a purchaser thereof as 
contemplated by Section 15(a) or a retum of the Equipment to the Sublessor as contemplated in 
Section 15(c), as the case may be, and payment by the Sublessee of all amounts payable by the 
Sublessee under either Section 15(b) or 15(c), as the case may be, the obligations of the 
Sublessee to pay Basic Rent shall cease and the Sublease Term shall end as of the Termination 
Date. Upon termination of the Sublease as provided herein, neither the Sublessee nor any 
Affiliate of the Sublessee shall operate or otherwise use the Equipment for any purpose. 

(e) Effect of No Sale or Preemptive Delivery to the Sublessor. 

If on the Termination Date, no sale of the Head Lease Rights shall have 
occurred or, if applicable, the Sublessee or its designee has not delivered the Equipment to the 
Sublessor pursuant to Section 15(c), the Sublessee's notice given pursuant to Section 15(a) shall 
be deemed to be revoked as of such date and this Sublease shall continue in fidl force and effect. 
Whether or not such sale occurs, the Sublessee shall reimburse the Sublessor, the Lender and 
the Equity Investor for all costs and expenses reasonably incurred by them (including reasonable 
legal fees and expenses) relating to the Sublessee's having given any notice of termination 
pursuant to this Section 15. 

SECTION 16. Events of Default. 

The following events shall constimte Events of Default (whether any such event 
shall be voluntary or involuntary or come about or be effected by operation of law or pursuant 
to or in compliance with any judgment, decree or order of any court or any order, mle or 
regidation of any administrative or governmental body): 

(a) the Sublessee shall fail to make any payment of Basic Rent, Stipulated Loss 
Value, Termination Value or the Agreed Purchase Option Price when due and such failure shall 
continue for a period of five Business Days; or the Sublessee shall fail to make any other 
payment of Supplemental Rent and such failure shall continue unremedied for a period of 30 
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days after receipt by the Sublessee of a written notice of nonpayment from the Sublessor or the 
Equity Investor; or 

(b) the Sublessee shall fail to perform or observe any other material covenant 
or condition to be performed or observed by it hereunder or under any other Operative 
Document (odier than the Tax Indemnification Agreement) in any material respect and such 
failure shall not have been cured for a period of 30 days after receipt by the Sublessee of written 
notice diereof from the Sublessor or the Equity Investor; provided diat if such failure is capable 
of cure but cannot be cured during such 30-day period, no Event of Default shall occur so long 
as the Sublessee is diligendy attempting to cure and does so within 180 days of such receipt; or 

(c) any representation or warranty made by the Sublessee herein or in any 
Operative Document (other than the Tax Indemnification Agreement) shall prove to be untme, 
inaccurate or misleadmg in any material respect and, if capable of cure, shall not have been 
cured within 45 days of receipt by the Sublessee of written notice thereof from the Sublessor or 
the Equity Investor; or 

(d) the Sublessee shall file a voluntary petition in bankmptcy or a voluntary 
petition or an answer seeking reorganization in a proceeding under any bankmptcy, insolvency 
or other similar laws (as now or hereafter in effect) or an answer admitting the material 
allegations of a petition filed against the Sublessee in any such proceeding, or the Sublessee 
shall, by voluntary petition, answer or consent, seek relief under the provisions of any other now 
existing or fiiture bankmptcy, insolvency or other sinular law providing for the reorganization 
or winding-up of corporations or for an agreement, composition, extension or adjustinent with 
its creditors; or shall adopt a resolution of liquidation; or 

(e) an order, judgment or decree shall be entered in any proceeding by any 
court of competent jurisdiction appointing, without the consent of the Sublessee, a receiver, 
trustee, assignee or liquidator or similar official of the Sublessee, or of any substantial part of 
its property, or sequestering any substantial part of the property of the Sublessee, and any such 
order, judgment or decree or appointment or sequestration shall remam in force undismissed, 
unstayed or unvacated, for a period of 90 days after the date of entry thereof; or 

(f) a petition against the Sublessee in a proceeding under applicable 
bankmptcy, insolvency or similar laws as now or hereafter in effect shall be filed and shall not 
be withdrawn or dismissed widiin 90 days thereafter, or if, under the provisions of any law 
providing for reorganization or winding-up of corporations or other entities which may apply 
to the Sublessee, any court of competent jurisdiction shall assume jurisdiction, custody or control 
of the Sublessee or of any substantial part of its property and such jurisdiction, custody or 
control shall remam in force unrelinquished, unstayed or unvacated for a period of 90 days; or 

(g) any additional proceeding similar to those referred to in Section 16(d). (e) 
or (f) above for the relief of financially distressed debtors under the laws of any jurisdiction is 
entered into by the Sublessee voluntarily; or any additional proceeding similar to those referred 
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to m Section 16(d), (e) or (f) above for die relief of financially disti%ssed debtors under the laws 
of any jurisdiction is entered into by or with respect to the Sublessee involuntarily and shall 
remain in force undismissed, unstayed or unvacated for a period of 90 days; or 

(h) if, on or before the Sublease Expiration Date, die Sublessee has not 
consummated one of its options as provided in Section 14(a) and compiled with all conditions 
in respect thereof; or 

(i) if die Head Lessor is then the Sublessee, a permitted subsublessee or an 
Affiliate of the Sublessee or a permitted subsublessee, a default by the Head Lessor under the 
Head Lease or the Head Lease ceasing to be in fiill force and effect (odier than due to an Event 
of Default under the Head Lease); or 

(j) the Sublessee at any point in time shall not be in compliance with the 
provisions of Sections 1 l(b)(iii) and (iv) and 22(1) of die Participation Agreement; or 

(k) any insurance maintained by the Sublessee pursuant to Section 10 is 
expired, cancelled, or lapses without being renewed or replaced 

SECTION 17. Remedies. 

Upon the occurrence of any Event of Default and at any time thereafter so long 
as the same shall be continumg. die Sublessor may, at its option and sole discretion, declare this 
Sublease to be in default by a notice to the Sublessee (except that upon occurrence of an Event 
of Default described m Section 16(d), (e), (f) or (g), this Sublease shall automatically be deemed 
to be in default); and at any time after diis Sublease shall be declared in default or be deemed 
to be in default pursuant to this sentence, unless such declaration shall have been rescinded, the 
Sublessor may m its sole discretion do. and the Sublessee shall comply widi, one or more of the 
following with respect to die Equipment, as die Sublessor in its sole discretion shall elect, to the 
extent permitted by, and subject to compliance with any mandatory requirements of. Applicable 
Law then in effect: 

(a) cause the Sublessee, upon the written demand of the Sublessor and at the 
Sublessee's expense, to, and the Sublessee shall, prompdy retum any Items of Equipment as the 
Sublessor may demand to the Sublessor or its order in the manner and condition required by, 
and odierwise in accordance widi all of die provisions of, Section 13 as if such Items of 
Equipment were being reUimed at the end of the Sublease Term; or the Sublessor, at its option, 
may cause, pursuant to Applicable Law, an appropriate officer of the law to enter upon the 
premises where any Items of Equipment are located and take immediate possession of and 
remove the same by summary proceedings or otherwise, and die Sublessee shall prompdy 
execute and deliver to die Sublessor such instmments or other documents as the Sublessor may 
deem necessary or advisable to enable the Sublessor or its agent to obtain (by action of an 
appropriate officer ofthe law) possession of such Items of Equipment, all widiout liability to the 
Sublessor for or by reason of such entry or taking possession, whether for the restoration of 
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damage to property caused by such entry and taking or otherwise; provided, that if the Sublessee 
shall for any reason fail to execute and deliver such instruments and documents after such 
request, the Sublessor shall be entided, in a proceedmg to which the Sublessee shall be a 
necessary party, to a judgment for specific performance, conferring die right to inunediate 
possession (which possession shall be secured only by an appropriate officer of the law and not 
through the exercise of any self-help or similar remedy available under Applicable Law) upon 
die Sublessor and requiring the Sublessee to execute and deliver such instruments and documents 
to the Sublessor; 

(b) with or without taking possession of the Equipment, sell, assign and 
convey in a commercially reasonable manner the Head Lease Rights or, pursuant to die 
Equipment Pledge Agreement, the Equipment at public or private sale and with notice to the 
Sublessee but with or without advertisement, and hold the Sublessee liable for any installment 
of Basic Rent due on (if payable in arrears) or before the date of such sale with respect to such 
Items of Equipment, as the Sublessor may determine or otherwise dispose of, hold, use. operate 
or sublease to others the Head Lease Rights or. pursuant to die Equipment Pledge Agreement, 
the Equipment as the Sublessor, in its sole discretion, may determine, in any such case free and 
clear of any rights of the Sublessee, except as hereinafter set forth in diis Section 17 and without 
any duty to account to the Sublessee with respect to such action or inaction or for any proceeds 
with respect thereto except to the extent required by paragraph (d) below in the event the 
Sublessor elects to exercise its rights under said paragraph in lieu of its rights under paragraph 
(c) below; 

(c) whether or not the Sublessor shall have exercised, or shall diereafter at any 
time exercise, any of its rights under paragraph (a) or paragraph (b) above with respect to any 
Items of Equipment, the Sublessor, by written notice to the Sublessee specifying the next 
Termination Value Determination Date not earlier than 10 days from the date of such notice as 
die payment date, may cause the Sublessee to pay to the Sublessor, and the Sublessee shall pay 
to the Sublessor, on the payment date specified in such notice, as liquidated damages for loss 
of a bargain and not as a penalty (in lieu of the Basic Rent payable with respect to such Items 
of Equipment after such payment date but in addition to any instalhnent of Basic Rent due with 
respect to such Items of Equipment on (if payable in arrears) or prior to such payment date) any 
instalhnent of Rent (including Supplemental Rent) due with respect to such Items of Equipment 
on (if payable in arrears) or prior to such payment date; plus whichever one of the following 
amounts the Sublessor in its sole discretion, shall specify in such notice (i) an amount equal to 
die excess, if any, of the Termination Value for such Items of Equipment, computed as of such 
payment date, over the Fan: Market Rental Value of the Head Lease Rights with respect to such 
Items of Equipment after discounting such Fair Market Rental Value semi-annually (effective 
on the payment date) to present worth as of such payment date at the Interest Rate; or (ii) an 
amount equal to the excess, if any, of the Termmation Value for such Items of Equipment 
computed as of such payment date, over die Fan* Market Sales Value of the Head Lease Rights 
with respect to such Items of Equipment as of such payment date; plus, in the case of each of 
the preceding clauses (i) and (ii), interest, to the extent permitted by Applicable Law, at the 
Overdue Rate on the amount of such excess, if any, from such payment date, to the date of 
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actual payment of such amount; provided, that if such Items of Equipment cannot be 
repossessed. Fair Market Rental Value and Fair Market Sales Value for purposes of this Section 
17(c) shall be deemed to be equal to zero; 

(d) in the event the Sublessor, pursuant to paragraph (b) above, shall have 
sold, assigned or conveyed the Head Lease Rights or the Equipment, as the case may be, die 
Sublessor in lieu of exercising its rights under paragraph (c) above with respect to any Items of 
Equipment, by written notice to die Sublessee specifying a date not earlier than 10 days from 
the date of such notice as the payment date may, if it shall so elect, cause the Sublessee to pay 
the Sublessor, and the Sublessee shall pay to die Sublessor, on such payment date, as liquidated 
damages for loss of a bargain and not as a penalty (in lieu of die Basic Rent with respect to such 
Items of Equipment atdibutable to the period following the date on which such sale occurs but 
in addition to any installment of Basic Rent with respect to such Items of Equipment attributable 
to the period prior to the date on which such sale occurs), any unpaid Supplemental Rent due 
with respect to such Items of Equipment on or before the date on which such sale occurs; plus 
the amount of any deficiency between the net proceeds of such sale and die Termination Value 
of such Items of Equipment, determined as of the Termination Value Determination Date 
occurring on or next preceding the date on which such sale occurs; plus interest, to the extent 
permitted by Applicable Law, at the Applicable Rate from the Termination Value Determination 
Date to the date of sale and at the Overdue Rate on the amount of such deficiency from the date 
of sale to the date of actual payment; 

(e) by written notice to die Sublessee specifying a Termination Value 
Determination Date which shall not be earlier than 30 days from the date of such notice, may 
cause the Sublessee to pay the Sublessor and die Sublessee shall pay to die Sublessor, on die 
payment date specified in such notice, as liquidated damages for loss of a bargain and not as a 
penalty (in lieu of the Basic Rent due with respect to such Items of Equipment after the 
Termination Value Determination Date specified in such notice), an amount equal to the 
Termination Value for such Items of Equipment; and upon such payment of such liquidated 
damages and the payment of all other Rent then due and payable by the Sublessee hereunder and 
the discharge of the Lien of the Loan Agreement pursuant to Section 7.01 of the Loan 
Agreement, the Sublessor shall transfer, without recourse or warranty (except as to die absence 
of Sublessor's Liens), all right, tide and interest of the Sublessor in and to the Head Lease 
Rights to the Sublessee or as it may direct, and the Sublessor shall execute and deliver such 
documents evidencing such transfer and take such further action as may be required to effect 
such transfer; 

(f) terminate this Sublease as to all of the Equipment or any Item of 
Equipment, subject to Section 6(a), avoid any sublease or other transfer of possession, or 
exercise any other right or remedy which may be available under any Applicable Law or proceed 
by appropriate court action to enforce die terms hereof or to recover damages for the breach 
hereof; 
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(g) exercise the applicable purchase option under Section 13 of the Head 
Lease; and 

(h) exercise the remedies provided under the Equipment Pledge Agreement. 

In addition, die Sublessee shall be liable for any Supplemental Rent due 
hereunder before or after any termination hereof and all costs and expenses (including reasonable 
attorney's fees and disbursements) mcurred by reason of the occurrence of any Event of E>efault 
or die exercise of die Sublessor's remedies with respect thereto, including all costs and expenses 
incurred in connection with the retaking or remm of any Item of Equipment (or any damages 
suffered as a resuh thereof) in accordance with the terms of Section 13 or in stormg or 
maintaining any Item of Equipment or any Part thereof or placing the same in the condition 
required by Section 13 or any appraisal of any Item of Equipment. The Sublessor agrees to give 
die Sublessee tunely notice of any sale of, or offer to otherwise dispose of or sublease, any 
Items of Equipment pursuant to this Section 17. At any sale pursuant to this Section 17, die 
Sublessor or any Participant may bid for and purchase or sublease, as the case may be, such 
property or leasehold interests at such sale or offer to sublease. Except as otherwise expressly 
provided above, no remedy referred to in this Section 17 is intended to be exclusive, but each 
shall be cumulative and in addition to any other remedy referred to above or odierwise available 
to the Sublessor for any Event of Default at law or in equity; and the exercise or beginning of 
exercise by the Sublessor of any one or more of such remedies shall not preclude the 
simultaneous or later exercise by the Sublessor of any or all such other remedies. No express 
or unplied waiver by the Sublessor of any Event of Default hereunder shall in any way be, or 
constmed to be, a waiver of any fumre or subsequent Event of Default. 

SECTION 18. The Sublessor's Right to Perform for die Sublessee. 

If the Sublessee fails to make any payment of Rent required to be made by it 
hereunder or fails to perform or comply with any of its agreements contained herein, the 
Sublessor may itself make such payment or perform or comply with such agreement, and the 
amount of such payment and the amount of the reasonable expenses of the Sublessor incurred 
in connection with such payment or the performance of or compliance with such agreement, as 
the case may be, together with interest thereon at the Overdue Rate, shall be deemed 
Supplemental Rent, payable by the Sublessee upon demand. No such payment or performance 
shall be deemed to waive any Default or Event of Default or relieve the Sublessee of its 
obligations hereunder or under the other Operative Documents. 

SECTION 19. Assignment. 

Without limiting the Sublessee's rights under Section 6(a), the Sublessee will 
not, without the prior written consent of the Sublessor (to be given in its sole discretion), assign 
any of its rights or obligations hereunder or permit its rights or obligations hereunder to be 
assigned. The Sublessor will not, without the prior written consent ofthe Sublessee and, so long 
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as the Lien of the Loan Agreement shall not have been discharged pursuant to Section 7.01 
thereof, the Lender, assign any of its rights or obligations hereunder except (i) to a successor 
owner tmstee appointed in accordance with die Tmst Agreement and the Participation 
Agreement or (ii) to the Lender as security under the Loan Agreement or (iii) as provided in and 
subject to die conditions of Section 20(a) of the Participation Agreement with respect to a 
transfer to a substantially similar tmst. 

SECTION 20. Investment of Security Funds. 

Any amounts otherwise payable to the Sublessee under this Sublease or any other 
Operative Document but which shall be paid to or retained by the Sublessor pursuant to the 
terms hereof as a result of any Event of Default shall be held by the Lender or, if the Lien of 
the Loan Agreement shall have been discharged pursuant to Section 7.01 thereof, the Sublessor, 
as security for the obligations of the Sublessee under this Sublease and the other Operative 
Documents to which either is a party, and, at such time as there shall not be continuing any such 
Event of Default, such amounts, net of any amounts theretofore applied to the Sublessee's 
Obligations, shall be paid to the Sublessee. Any such amounts which are held by the Lender 
or the Sublessor (as the case may be) pending payment to the Sublessee shall, until paid to the 
Sublessee as provided herein or until applied against the Sublessee's Obligations in connection 
with any exercise of remedies hereunder, be invested in Permitted Investments by the Lender 
or the Sublessor (as the case may be) as directed from time to time in writing by the Sublessee 
and at the expense and risk of the Sublessee. 

Any gain (including interest received) realized as the result of any such 
Permitted Investment (net of any fees, commissions. Taxes and other expenses, if any, incurred 
in connection with such Permitted Investment) shall be applied in the same manner as the 
principal mvested. 

SECTION 21. Acknowledgment of Assignment for Security. 

In order to secure the indebtedness evidenced by the Loan Certificates and all 
other amounts owing to the Lender under the Operative Documents, the Sublessor has agreed 
in the Loan Agreement, among odier thmgs, to assign to the Lender its rights under this 
Sublease and the Sublease Supplement and to mortgage in favor of the Lender all of the 
Sublessor's right, title and interest in and to the Head Lease Rights, subject to the reservations 
and conditions therein set forth. The Sublessee hereby consents to such assignment and to the 
creation of such mortgage and security interest and acknowledges receipt of copies of the Tmst 
Agreement and the Loan Agreement, it being understood that such consent shall not affect any 
requirement or the absence of any requirement for any consent under any other circumstances. 
Until the Lien of the Loan Agreement has been discharged pursuant to Section 7.01 thereof, all 
rights of the Sublessor with respect to this Sublease, the Rent and other amounts refened to in 
the Granting Clause of the Loan Agreement or the Head Lease Rights (or any part diereof), to 
the extent set forth in and subject m each case to the exceptions set forth in the Loan Agreement, 
shall be exercisable by the Lender. 
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The Sublessee hereby acknowledges receipt of due notice diat the Sublessor's 
interest in this Sublease has been assigned to the Lender as security pursuant to the Loan 
Agreement to the extent provided in the Loan Agreement, so long as die Loan Agreement has 
not been discharged pursuant to Section 7.01 of the Loan Agreement. Unless and until die 
Sublessee shall have received written notice from the Lender that die Loan Agreement has been 
discharged pursuant to Section 7.01 diereof, except as odierwise provided in die Loan 
Agreement, the Lender shall have the right to exercise the rights of the Sublessor under this 
Sublease to the extent set forth in, and subject in each case to, the exceptions set forth in the 
Loan Agreement. 

SECTION 22. Miscellaneous. 

(a) Notices. 

All notices and other communications required under the terms and 
provisions hereof shall be given and shall be effective in accordance with die provisions of 
Section 22(a) of the Participation Agreement. 

(b) Counterparts. 

This Sublease may be executed by the parties hereto in separate 
counterparts, each of which when so executed and delivered shall, subject to the next sentence 
and die legends appearing on the cover and signature page hereof, be an original, but all such 
counterparts shall together constimte but one and the same instrument. TO THE EXTENT. IF 
ANY. THAT THIS SUBLEASE AGREEMENT CONSTITUTES CHATTEL PAPER (AS 
SUCH TERM IS DEFINED IN THE UNIFORM COMMERCIAL CODE AS IN EFFECT IN 
ANY APPUCABLE JURISDICTION), NO SECURITY INTEREST IN THIS SUBLEASE 
AGREEMENT MAY BE CREATED THROUGH THE TRANSFER OR POSSESSION OF 
ANY COUNTERPART OTHER THAN THE ORIGINAL COUNTERPART CONTAINING 
THE RECEIPT THEREFOR EXECUTED BY THE LENDER ON THE SIGNATURE PAGE 
HEREOF. 

(c) Amendments. 

Neither this Sublease nor any of the terms hereof may be terminated, 
amended, supplemented, waived or modified orally, but only by an instrument in writing signed 
by both parties. 

(d) Agreement of Sublease. 

This Sublease shall constitute an agreement of sublease, and nothing 
contained herein shall be constmed as conveying to the Sublessee any right, title to or interest 
in the Equipment except as a sublessee only. 
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(e) Governing Law. 

THIS SUBLEASE SHALL IN ALL RESPECTS BE GOVERNED BY 
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF 
CAUFORNIA (EXCLUDING ALL CHOICE-OF-LAW AND CONFUCTS-OF-LAWS 
RULES). 

(f) Benefit and Binding Effect. 

The terms and provisions of this Sublease shall inure to the benefit of and 
be bmding on the Sublessor and the Sublessee and their respective successors and permitted 
assigns. 

(g) Service of Process and Jurisdiction: Waiver of Immunity. 

The provisions of Section 17 of the Participation Agreement are 
incorporated herein by reference as though fully set out herein. 

(h) Entire Agreement. 

This Sublease, together with all related documents, represents the final 
agreement between the parties and may not be conti^adicted by evidence of prior, 
contemporaneous, or subsequent oral agreements of die parties. There are no unwritten oral 
agreements between the parties. 

(i) Currency. 

All Rent is to be paid in Dollars. 

(j) Execution Date. 

Although diis Sublease is dated as of die date first above written for 
convenience, the actual date of execution by the parties is the Delivery Date and this Sublease 
shall be effective on, and shall not be binding on any party until, the Delivery Date. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, the Sublessor and die Sublessee have each caused 
±is Sublease to be duly executed by its authorized officer as of die day and year first above 
written. 

SUBLESSOR: 

FLEET NATIONAL BANK, 
not in its individual capacity, but solely as 
Trustee, except as otherwise provided herein 

By: 
Name: 
Tide: 

SUBLESSEE: 

SOUTHERN CALIFORNIA REGIONAL RAIL 
AUTHORITY 

By 
Name 
Tide: 

[Sublease (1996-A)] 



IN WITNESS WHEREOF, die Sublessor and die Sublessee have each caused 
diis Sublease to be duly executed by its authorized officer as of die day and year first above 
written. 

SUBLESSOR: 

FLEET NATIONAL BANK, 
not in its individual capacity, but solely as 
Trustee, except as otherwise 

Name 
Tide: 

ROBERT L REMOLDS 
VICE PREfelDENT 

SUBLESSEE: 

SOUTHERN CALIFORNIA REGIONAL RAIL 
AUTHORITY 

By: 
Name: 
Tide: 

[Sublease (1996-A)] 



CERTAIN OF THE RIGHT, TITLE AND INTEREST IN AND TO THIS 
SUBLEASE HAVE BEEN ASSIGNED TO AND ARE SUBJECT TO A FIRST PRIORITY 
SECURITY INTEREST IN FAVOR OF THE UNDERSIGNED, AS THE LENDER UNDER 
THE LOAN AGREEMENT (1996-A) DATED AS APRIL 12, 1996. THIS AGREEMENT 
HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS. ONLY THE ORIGINAL 
COUNTERPART CONTAINS THE RECEIPT THEREFOR EXECUTED BY THE 
UNDERSIGNED, ON THE SIGNATURE PAGES HEREOF. SEE SECTION 22(b) HEREOF 
FOR INFORMATION CONCERNING THE RIGHTS OF THE HOLDERS OF THE VARIOUS 
COUNTERPARTS HEREOF. 

Receipt of this original counterpart of the foregoing Sublease Agreement is 
hereby acknowledged on this 12th day of April, 1996. 

UTRECHT-AMERICA HNANCE CO. 

By: 
Name: 
Tide: 
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EXHIBIT A 

SUBLEASE SUPPLEMENT fl996-A) 

THIS SUBLEASE SUPPLEMENT (1996-A) dated April 17, 1996, between 
FLEET NATIONAL BANK, a national banking association, not in its individual capacity, but 
solely as Tmstee, except as otherwise provided herein (the "Sublessor"), and SOUTHERN 
CAUFORNIA REGIONAL RAIL AUTHORITY (die "Sublessee"); 

WHEREAS, the Sublessor and the Sublessee have heretofore entered into the 
Sublease Agreement, dated as of April 12, 1996 (the "Sublease"), which Sublease provides for 
the execution and delivery of Sublease Supplements in substantially the form hereof for the 
purpose of subleasing the Items of Equipment when delivered by the Sublessor to the Sublessee 
in accordance with the terms thereof. All of the terms and provisions of the Sublease are hereby 
incorporated by reference in this Sublease Supplement to the same extent as if fully set forth 
herein (including diose terms providmg that capitalized terms used therein and not otherwise 
defined therein shall have the meanings given such terms in Appendix A to the Participation 
Agreement, and the mles of usage set forth therein shall apply thereto). 

NOW, THEREFORE, in consideration of the premises and other good and 
sufficient consideration, and pursuant to Section 2 of the Sublease, the Sublessor hereby delivers 
and subleases to the Sublessee, and the Sublessee hereby accepts and subleases from the 
Sublessor, under the Sublease as hereui supplemented, die Items of Equipment described (both 
by serial number and Equipment Value) in Schedide A hereto. 

To die extent, if any, diat this Sublease Supplement constitutes chattel paper (as 
such term is defined in the Uniform Commercial Code as in effect in any applicable 
jurisdiction), no security interest in this Sublease Supplement may be created through the transfer 
or possession of any counterpart other than the original counterpart containing the receipt 
therefor executed by the Lender on the signature page thereof. 

THIS SUBLEASE SUPPLEMENT SHALL IN ALL RESPECTS BE 
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE 
STATE OF CALIFORNIA (EXCLUDING ALL CHOICE OF LAW AND CONFUCTS OF 
LAWS RULES). 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, die Sublessor and die Sublessee have each caused 
this Sublease Supplement to be duly executed by its authorized officer on the day and year first 
above written. 

SUBLESSOR: 

FLEET NATIONAL BANK, 
not m its individual capacity, but solely as Tmstee, 
except as otherwise provided herein 

By: 
Name: 
Tide: 

SUBLESSEE: 

SOUTHERN CAUFORNIA REGIONAL RAIL 
AUTHORITY 

By: 
Name: 
Tide: 

[Sublease Supplement (1996-A)] 



CERTAIN OF THE RIGHT, TITLE AND INTEREST IN AND TO THIS 
SUBLEASE SUPPLEMENT HAVE BEEN ASSIGNED TO AND ARE SUBJECT TO A FIRST 
PRIORITY SECURITY INTEREST IN FAVOR OF THE UNDERSIGNED, AS THE LENDER 
UNDER THE LOAN AGREEMENT (1996-A) DATED AS OF APRIL 12, 1996. THIS 
AGREEMENT HAS BEEN EXECUTED IN SEVERAL COUNTERPARTS. ONLY THE 
ORIGINAL COUNTERPART CONTAINS THE RECEIPT THEREFOR EXECUTED BY THE 
UNDERSIGNED, ON THE SIGNATURE PAGES HEREOF. SEE SECTION 22(b) OF THE 
SUBLEASE FOR INFORMATION CONCERNING THE RIGHTS OF THE HOLDERS OF 
THE VARIOUS COUNTERPARTS HEREOF. 

Receipt of this original counterpart of the foregoing Sublease Supplement is 
hereby acknowledged on this 17di day of April, 1996. 

UTRECHT-AMERICA FINANCE CO. 

By: 
Name: 
Tide: 

[Sublease Supplement (1996-A)] 



STATE OF /^Y ) 
) SS.: 

COUNTY OF A^Y ) 

Attached hereto is a tme and complete copy, in all material respects, of the 
Sublease Agreement (1996-A) dated as of April 12, 1996 between Fleet National Bank, not 
in its individual capacity but solely as tmstee, die Sublessor and Southern California Regional 
Rail Authority, as Sublessee. 

iW Signed on M j u ( , 19f^ 

Notar>' Publii 

NlATThf.W licv.c 
i-./=i,y Publjc, Slate of New York 

No. 01T|5052t37 
^ . 'jaiilied m New York County 
.f. rrsniisston Expires Nov. 20.1997 

JFV/etc 
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